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SINO-SOVIET THREAT 1956 
By 

The Honorable Allen W. Dalles 

(29 April 1958) 

ADMIRAL WOOLDRIDGE: (introduced the speaker). 

MR. DULLES: Thank you very much. I appreciate that 

Introduction. 

I wish that I felt sure, on the basis of the facts 

; ( i •' ' 

available^ I could outline a clear-cut and definite policy for 
you, but I may have to leave some of that to you to formulate 
after I have spoken. It is true, there are a good many facts 
laid before us in the CIA; sometimes too many facts complicate 
life very much, because, unfortunately, the facts do not all 
point in the same direction, and it Is not always easy to get 
a completely clear-cut view of any situation so that one can 
say with great assurance that this or that is the appropriate 
line to take. 

This, I believe, is my eighth appearance here - eighth 
consecutive appearance before this body or this joint body. The 
agency appreciates very much the opportunity to have representa- 
tives at the two colleges. We have always tried to select our 
best men for these jobs, and they have always come back profited 
greatly from the experience they have gained in the colleges. 

I understand that you have just completed your final 
papers on "Basic NSC Policy" and that my task here this morning 
Is to give you a general run-down of the views that we hold in 
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the Central Intelligence Agency with regard to the Sino -Soviet 
threat. 

We have also Just completed certain intelligence ap- 
praisals. When I say "we" I mean the entire intelligence com- 
munity, because these papers are drawn up and finally approved 
by the Intelligence Advisory Committee, which eontains, as you 
know, other membership representatives of all the intelligence 
services of Government. 

I 

The past year has seen a series of dramatic develop- 
ments in (the/ Sino-Soviet affairs, particularly in the Soviet 
situation. 

We had, first, the Soviet successes in the satellite - 
ICH4 area, which, although shortly followed by our own accom- 
plishments in these same fields, had a very important psycho- 
logical effect on a world-wide basis because of their being 
first and because of the clear magnitude of the Soviet effort 
and accomplishments. At first these developments seemed to shake 
somewhat the image of U. S. superiority and possibly in certain 
areas of the world created some fears that we no longer had the 
same potential that others thought we might have to defend our 
allies — partly because the world then saw that the time was 
not far off when the United States would come under or could 
come under direct attack by such a formidable arm as the long- 
range guided missile. 
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Then we had the developments in the Soviet Union, with 
Khrushchev consolidating his leadership and embarking on further 
domestic innovations — the industrial reorganization which, while 
it had built-in dangers, as I see it, for the Communist leader- 
ship, tended to create a more effective (assuming its success 
since it seems to be going all too well) method of controlling 
the rapidly expanding industrial machine of the Soviet Union; 
then the abolition of the machine-tractor stations and the turning 
over of the tractors to the collectives, which may tend to elimi- 
nate one bottleneck in their farm situation, designed to strengthen 
their economy and may have some effect in achieving it. 

Then during the past year, following the shock that the 
Soviet Union had succeeded in the satellite area, the Soviets, 
partly by ruthless repression of the Hungarian revolt, were able 
to stabilize to some extent their position in Eastern Europe as 
contrasted to the position they had a year ago when I spoke to 
the colleges. There is, however, underlying ferment in various 
parts of that satellite area that I will refer to later, particu- 
larly in Eastern Germany and Poland. While Yugoslavia is not 
really a part of the satellite area, there have been recent 
dramatic developments in the Yugoslav situation that I will take 
up. 

There has also been the continued^ Soviet) (rather suc- 
cessful X/action in wooing the uncommitted and less developed 
areas of the world, with particular success in the Middle East 

- 3 - 
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and In Southeast Asia - Indonesia, for example. 

There have been new crises in the Afro -Asian world — 
Indonesia, Algeria, Tunis — which have given the Soviets plenty 
of opportunity for "fishing in troubled waters". 

Finally, the Soviet initiatives in the disarmament 
field, their stress on the banning of nuclear testing (a propa- 
ganda gadget very largely), their pressure for Summit talks were 
designed to capitalize on these developments and at the t im e 
seemed to threaten somewhat the unity of the position of the West. 
I think today, however, there is evidence that the Soviets feel 
that they have probably overplayed their hand and overestimated 
their ability to influence Western public opinion in these re- 
spects. The unity of the West seems to be stronger today than 
it was a few months ago. 

II 

I think it is important to try to assess the present 
mood of the Bloc leaders -- the positionythey think (that) they 
have achieved and what they think the future holds. 

The extrovert character and the outspokenness of the 
present Soviet leadership makes it a little easier to judge how 
they feel. The ebullient Khrushchev does not fail to talk and, 
while some of his talk is gross exaggeration, it is some reflec- 
tion of the spirit of confidence that he has been feeling. 
Recently, I think, there have been some evidences that he is not 
quite as confident today as he was. But still their present 

- h - 
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mood is one of over-all confidence and reflects a little the 
Khrushchev "boast of some time back that "we will bury you". He 
has not said much about that in the last few weeks. 

In secret speeches at the i+Oth Anniversary Celebration 
in Moscow last fall, both Mao and Khrushchev took the line that 
if peace could be preserved for a decade or so - ten or fifteen 
years - the Bloc could overtake the West and that the position 
then of the Socialist camp would be unbreakable. That is their 
boast and hope. 

There was some reason for their confidence, even though 
we do not accept their conclusions. I refer to their scientific 
and political successes. I was talking yesterday to the Chamber 
of Commerce about their striking growth in economic power; and 
there have been some shifts in attitude as to the respective 
strengths of the United States and the U.S.S.R. 

Ill 

Certainly we can no longer afford to underestimate the 
magnitude of the growth of Soviet power. The idea that the 
Soviet peoples are a bunch of muzhiks is a very obsolete con- 
ception and is one that has been held quite widely in various 
parts of the United States; it is one of the blocks, I think, 
toward full appreciation of our problems. 

I will refer to some of the areas in which they are 
rapidly increasing their power. 

On the military side the stress seems clearly to be on 
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ballistic missiles, both intermediate and long-range, and in 
the nuclear fields. We have a pretty good idea, I think, of 
their ballistic missile program, and our latest estimates will 
probably indicate that they will not have the ICEM at least 
until sometime next year. We had thought last August that it 
might even be a little earlier than that, but the amount of 
testing they have done since then has not been up to rather what 
we had expected they would do. 

Conversely, in our viewthey are putting less stress 
on the heavy bomber than we had estimated. The output of the 
BISON and BEAR, jet and turboprop heavy bomber, seems to be on 
a decline. We are having a review of our estimate of that 
particular situation at the present time. There has been some 
slight indication that they might unveil a new supersonic bomber. 
The evidence on that, though, is very tenuous. We are waiting 
for the May Day Fly-by, but I read in the paper this morning 
that it looks as though May Day is not going to be a day, from 
the point of view of weather, that will permit them to do much 
testing. There was one practice Fly-by a few days ago on which 
we had some very good reports, even though it was viewed at 
some distance; but even then the weather conditions were not 
satisfactory for gaining much information. 

I want to refer particularly to the Soviet strides in 
the nuclear field. The last series of tests that were concluded 
a few weeks ago was the most intensive series that they have had — 
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ended up with three tests in two days, at different testing sites. 
That is quite an intensive series. They waited until that series 
was over to renew their suggestions with regard to even an uni- 
lateral suspension of testing; and they have technically gone 
into a suspension. It is our estimate that they would have 
stopped anyway for a period of time after this very intensive 
series. 

In addition, they are maintaining formidable conven- 
tional capabilities, as you well know. They are modernizing and 
streamlining their ground forces, as we can see from observation, 
particularly in East Germany and now in Hungary. 

There are some indications of numerical cutbacks. 

They have announced several force reductions, as you know. It 
is hard to tell whether they have carried them out In full, but 
they certainly have cut back in numbers to some extent from 
their position of a couple years ago. 

Also, very recently we have had very hard evidence that 
they have cut back in building of conventional submarines, includ- 
ing the long-range snorkel type. This perhaps indicates that 
they are preparing a shift to the nuclear-missile type of sub- 
marine, although we have not yet any direct evidence on that. 

But that would be the normal course for them to take. 

The rapid pace of Soviet scientific development may 
be even more dangerous than their current military posture. 

Their all-out effort to develop a massive scientific base is 
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now paying off, and the statistics are fairly worrisome 

They have 1.5 million college graduates trained and 
employed in scientific and technical fields, as against about 
1.3 million in the United States. This edge is increasing — 
in 1957 our figures indicate they graduated over 140, 000 in the 
scientific and engineering fields, as against about 100,000 in 
the United States. 

It must be accepted, I think, today that the Soviets 
are up to us and are even in certain cases ahead of us in some 
of the key scientific fields, although we have an advance in 
others [of these fields.) It seems to have taken -a Sputnik, to 
make us realize the extent of their scientific competence and 
that unless we step up our own efforts in research, education, 
and the scientific fields they are likely to forge ahead of us. 

I think we are aroused to that question of how to step up quickly 
our scientific and engineering educational facilities as another 
problem. 

Certainly they understand very clearly the key role 
of science and technology in modern warfare. They regard them- 
selves as in a race with us in this particular field - a race 
in which they are going to put every effort to try to win. 

In the economic field they have the same concept, 
that they are in direct competition with us. While the[rate of 

( ,v A ) >' * •' r 

economic growth is slowing down somewhat^ the ; relative rate 

. /■ jf. ; ■ 

is always harder as you get a higher base; your rate always goes 

i 
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down somewhat) , pt is still a great deal more rapid than ours, and^ 
fn fact, now that we are now in a recession, very markedly so. 

The crucial point is that even though the Soviet gross 
national product is still not over two-fifths of ours - about 
40 percent of ours - they already have allotted resources to 
critical fields, very comparable, ]and very nearly the same as ours*- 

l'.;. ; ' f* & '-‘V 

and^e would estimate that their defense outlays in dollar value 
were roughly the same as ours. That does not mean that it costs 

if-tl ) t' 1 '"' 1 t, ' u ‘"V j 

them that much^ because obviously they do not pay their personnel 
anything like what we do and a large share of this goes into the 

' s £ • v.' . V 

cost of their manpower; but a couple,, million men will cost them 
on^ia percentage of what it would cost usf trut, taking their over- 
all military product year by year in manpower and materiel, we 
have estimated it is just about the same as ours. And they do 
that on a gross national product that is roughly 40 percent of 
ours. 

Their investment outlays in 1956 in key fields, like 
mining, manufacturing, electric power, are already between 80 and 
90 percent of our own. There are various reasons why they are 
able to do this, but the primary one is that they are holding 
down consumption in dollar value to about a quarter of our own 
or only about one-fifth on a per capita basis, in view of the 
somewhat larger populations that they have. Stated in other words, 
we spend on consumption goods in the general consumption field 
about five times as much as they do per capita . Those are pretty 
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startling figures. 

As I said yesterday to the Chanter of Commerce, some 
day the Russian people are going to demand a much larger share 
of the good things of this world; and if the Soviet leadership 
responds to that, it is going to have a very dramatic effect on 
their whole society; if it does not respond to it, there might 
be trouble. I do not mean revolution, but such pressures as 
would be almost very difficult to fail to respond to. 

They are devoting a bit more to the consumption field — 
housing, agriculture, and so forth — than they were a few years 
ago, so that jthe/ Soviet citizens are having a slightly raised 
standard of living. And, as they have been used to a very low 
standard, they feel they are somewhat better off, and that probably 
postpones the day of [thej insistent demand for hr* even mor^ share 
in the field of consumption. 

r't ./ 

However, the sheer problem of managing the huge indus- 
trial economy and giving it new dynamism has led to major inno- 
vations. I mentioned before the economic reorganization, the 
partial dismantling of the swollen central bureaucracy in favor 
of more decisions taken at the local level. 

In the field of agriculture we know of the new lands 
program and the abolition of the machine-tractor stations and the 
forced deliveries from private plots — all designed to expand 
the agricultural output. 

There have been also very dramatic changes in the 
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political field. There has been a de-emphasis on terror; there 
has been a downgrading of the secret police; there has been a 
stress on Socialist legality. I have a feeling that maybe 
Khrushchev feels they have gone a little too far, and there 
may be some tendency [possibly/ to turn back a little, although 
that cannot be said as yet. 

Most of these changes and innovations bear the stamp 
of Khrushchev himself, and we can expect probably jaj further 
attempts at bold steps as long as he is in power. He is boldly 
seeking to adjust the Soviet system to Jthej present-day needs, 
to release initiative, and to increase efficiency. He showed 
himself a shrewd politician and has put some stress on the field 
of consumption, with promises of a better life for the Soviet 
citizens and giving them a little taste of it. He obviously 
feels the need of seeking popularity. I do not think Stalin 
cared very much what people thought of him. Khrushchev obviously 
is seeking popularity. 

IV 

But the change of pace in the Soviet society and the 
gradual maturing of the revolution have created major problems 
for the Kremlin leaders. Khrushchev’s reforms and changes have 
not been put through, as you know, without serious opposition. 

The June purge was a good example of this. 

While Khrushchev seems firmly in the saddle, if his 
ambitious promises do not pay off, if the new lands program 
should fail, if the reorganization should run into serious 
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difficulties, he has plenty of enemies behind the scenes who 
would be very glad to go in and try to throw him out. He has 
made plenty of enemies on the way up. There are probably a 
good many [of thej orthodox Communists of the Molotov type and 

/ 1 1* 1 $ p — i 

maybe ef-xhe Suslov (type/ - often referred to as a potential 
antagonist - who are aghast at Khrushchev’s Innovations. 

These post-Stalin changes have accelerated the evo- 
lutionary process in Soviet society and have unleashed forces 
of great potential impact. Universal education has created a 
new Soviet man who may increasingly chafe under totalitarian 
controls. Already there are signs of some discontent here and 
there among the intellectuals and in the student body. 

There has been a rise of new groups — the managerial 
group in the Industrial field, scientists — who may increasingly 
demand a share of power and who will l increasingly probably pro- 
test against arbitrary controls, whether from the center or at 
the local level now that they are decentralizing. The Central 
Committee is getting an increased role of power, even though it 
is under pretty good control as far as Khrushchev is concerned. 

It may feel its oats one of these days and it might get a bit 
out of hand. 

I mentioned the growing demand for more consumer goods 
and better housing^ 

i In addition to these problems and the agricultural 
problem which I have mentioned, there are problems in the political 
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sphere. Very recently the row with the Yugoslavs seemed to indi- 
cate a nervousness and a lack of the sure-footedness that Khrushchev 
has shown generally, 

( It seems jto be^ clear that, whether it is a Stalin or a 
Khrushchev who is in power, he cannot really tolerate ideological 
deviations in the Communist family of states. While Tito was 
ready and did apparently compromise with Khrushchev on the phrase 
in their platform which indicated that both East and West were 
responsible for the tensions and put most of the responsibility 
for the world tensions on the West, that did not satisfy Khrushchev 
because of the fact that Tito still insisted on following his own 
road to Socialism. 

Of course, Khrushchev is taking a big gamble in attempt- 
ing to modernize the Soviet system, because that gives new scope 
to initiative, and initiative is something that is dangerous for 
a dictatorship. The benevolent dictatorship that the Soviets 
are seeking may eventually turn out to be an impossible contra- 
diction. 

v Can a dictatorship be benevolent? It is possible that 
the leadership may feel that it has to revert to some of the 
earlier patterns of control. This will become more difficult as 

If 

time passes. Controls once taken away are hard to reimpose. ' But 

7 txt rr jt'.tS';. * ■ ' t: 7 .-' 

thep^ change S/jare essentially long-term and evolutionary, not 
revolutionary; and their impact on Soviet external policy may be 
somewhat long-delayed and rather unpredictable at the present 
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time. £ short-range outlook, as I see it, is for intensification 
not a diminution of the Soviet threat. 

V 

Yet^/ it is crucial for our own policy that we recognize 
the true nature of this threat. It does not, so long as mutual 
deterrence is maintained, arise primarily, as I see it, from the 

,/x -''i '-; 

danger of a general war or even of local aggressions^ involving 
Indirect} Soviet forces, But from the politico-economic and sub- 
versive techniques employed by Moscow since the revolution, and 
with special skill and flexibility since Stalin's death, I am not 
myself much of a believer in these limited wars where it comes to 
direct Soviet participation. I believe in the possibility of 
limited wars as between, say, Israel and the U.A.R. ,^I have always 
felt — I may be wrong and I know there are higher/ authorities 
who differ from me — that if either of the great nuclear powers 
was involved in those wars and used its nuclear strength, as I 
believe it would do, it would probably lead to a general war. 

Along with the growth of the Soviet nuclear capabilities 
are signs of growing realization that technological revolution in 
modern warfare makes general war, at least for the moment, far 
too dangerous.. 

' While the U.S.S.R. is determined to maintain a strong 
military posture against any eventuality, the possibility of a nuclear 
stalemate, I think, is well understood in Moscow. I see no indi- 
cation that they wish to risk or would willingly risk a nuclear 
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war with the United States. 

At _ . 

5 A new generation of Soviet leaders probably argue to 
themselves a* to why (they /Should jeopardize kO years of Social- 
ist construction and reconstruction when they feel they are well 
on their way to overtaking the capitalist system, which they 
always preach is being outworn, and when their current politico- 
economic tactics promise some successes in this field. 

The Soviet leaders also seem to recognize that Stalin's 
type of policies were counterproductive, led them to the brink 
of war — such operations as Berlin and Korea — and that they 
are far too risky to undertake in the nuclear age. It is from 
this reasoning that has sprung up their slogan of "peaceful coex- 
istence" (I would like to call that "peaceful subversive coex- 
istence" ) as their policy. Through it they are buying time for 
the continued forced draft growth of Soviet power in the economic 
field, industrial field, in the field of ballistic missiles, and 
in the nuclear field; and they are creating new opportunities 
for diplomatic maneuver and politico-economic penetration aimed 
at undermining the position of the West. It seems to me that 
Indonesia today is a typical example of their techniques. 

They are trying with all that to play down the image of 
an aggressive U.S.S.R and thereby cloak their maneuvers. 

The Soviets, of course, are laying particular stress on 
the underdeveloped and uncommitted areas (I do not like that 
term "underdeveloped" ; I prefer to call them "newly developing 
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states") as the "Achilles' heel" of the West. They are dsxelop- 
ing this hy expanding their trade and their aid programs, which, 
though still relatively small as contrasted with our own, now 
total some two "billion in credits and grants over the past three 
years and over 5&0 million (I am speaking of dollars here, not 
rubles) since mid-1957. So this aid- trade program is on a very 
steep increase and probably will continue that way for some little 
time. 

Their accelerated efforts to develop diplomatic and 
cultural relations, exploit the anticolonial and neutralist senti- 
ments, are part of this and lay the groundwork for their subversive 
penetration. 

Yesterday, in talking to the Chamber of Commerce, I 
spoke particularly of Yemen. I think Yemen is one of the best 
cases. They have put tens of millions of dollars into that little 

country and a vast amount of military equipment for the size of 

. - 

.1,1 ~ y ( ; 

their army and the number of their people. They do not have any 

V iiULrUt' 

great hope of Communizing Yemen. Theg do not know anything about 
Marx; they are pretty rabid Moslems; but there is not any place 
in the world where you can do more mischief for less cost probably 
than in Yemen, which is right next to Aden. If they got a good 
foothold there they would have a blackmailing position on the Red 
Sea and the oil lifeline to Western Europe and the great commercial 
channel to the East. I just cite Yemen as one example, but it is 
one of the most dramatic, I think, of the examples that we have. 
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Simultaneously with this, their economic and subversive 
programs, they have been putting on a major diplomatic offensive 
which I feel is not going quite as well as their economic one is. 

This is keyed to pressures for a Summit conference and nuclear 
disarmament. 

They do not seem quite as anxious for a Summit confer- 
ence as they did sometime ago. By their somewhat heavy-footed 
diplomacy they have succeeded in bringing the West pretty well 
together on that issue, and are really running out of steam some- 
what. You may have noted that the tactics have been adopted 
very recently to get back answers to the Soviet notes so fast 
that they do not have a chance to draw their breath before they 
have to write another one. They were trying that on us, but we 
have shortened the length of our notes a bit so that we can really 
shoot them right back. It seems to have thrown them off balance 
because they do not seem to know how to write a short note; it has to 
be fifteen pages, otherwise it does not seem to be worth writing. 

jd#** 

Then, of course, there has been the growing^emphasis 
on disarmament measures; but we have them a little over the 
barrel there because they have been refusing to do anything on 
disarmament through the United Nations, even though that is the 
logical place to do it, 

p ' We now have up, and I do not know quite how they are 

going to handle it, this question of the Arctic that they opened 
the door to by their somewhat precipitant attempt to put us on 
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the spot in regard to the maneuver. That turned certainly 

in our favor. 

Though I have stressed the so-called "peaceful" means 
that the Soviets are employing, I do not doubt that they will use 
threats, intimidation, and blackmail where they think it will be 
useful . They certainly used threats in both the Suez situation 
and the more recent Turk! sh ' situation ; and it was only a little 
over a year ago that they did not hesitate to intervene ruthlessly 
in Hungary where they felt their own vital interests were deeply 
involved. 

So I think we can expect the Soviets to be firm, even 
bellicose in crisis situations. They may even re gard the West 
as less willing to stand up in a crisis as a result of the grow- 
ing Soviet nuclear strength [at the forej I think they may be 
wrong in that, but I think they feel that we might hesitate a 
little longer than we would have, say, eight or ten years ago 
when we had some nuclear capability and they did not. 

Of course, the nuclear deterrent operates both ways, 
and for the same reasons the Soviets desire to avoid general war, 
they are also reluctant to assume risks of miscalculation inherent 
in overt local aggressions. They seem to be fairly careful. They 
will send supplies; they will send their MIG-15s and -17 s, their 
tanks and even their submarines; and they will send technicians. 

We have not had very much evidence of sending what you would call 

«* " 

volunteers in recent years. 
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While the U. S. must have adequate capability to meet 
Bloc local aggressions, if they should come (I think they are 
somewhat unlikely), we are, as I say, far more likely to be faced 
with situations like coup d'etat , civil wars as in Indonesia, 
third-party squabbles with the Soviets standing in the aisles 
and pushing them on, as in the Arab-Israeli conflict, and other 
internal Arab problems. 

In these situations we may be faced with accepting a 
defeat or intervening^ourselves or finding some other weapons 
and other means by which we can effectively intervene. /V 

"IP’- ‘ - The Soviets have more mechanisms, I think, than we do. 
Take Indonesia. They have a very large and aggressive Communist 
Party. They can use that Communist Party as a direct internal 
weapon without appearing on the scene. We have no Western party 
or American party or other mechanism quite like that which they 
have. They have also built up a great series of front organi- 
zations, as you know. I have just been trying to get out some 
literature on those to alert people to their existence. 

VI 

The bloc also has its vulnerable areas where it fears 
Western pressure. 

The Soviets appear highly nervous about the underlying 

UX / 

instability of their position in Eastern Europe i that I mentioned. 
They are very sensitive. The radio that is directed to the satel- 
lite areas seems to worry them very much. They are so sensitive 
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about that that they will not allow it to be put on the agenda 
of the Summit conference. They are not willing to discuss any- 
thing relating to this situation in the satellite area of Europe. 
They are seeking in every possible way to get an implied recog- 
nition from the West of the status quo for this area, hoping in 
that way to snuff out the hopes of freedom that exist in their 
countries. 

Their rigidity on the question of German reunification 
is one of the evidences of this fear that they have. They are 
afraid that if anything happens in Eastern Germany it will snow- 
ball into Poland, into Czechoslovakia, into the whole area. I 
think their attitude in Yugoslavia^ plays a part in this. They 
could not openly admit the heresy of the Yugoslavs without admitting 
a similar heresy for the other satellite states. 

There are some things we can do and I am sure we are 
trying to do them to see that this ferment in Eastern Europe 
does not die down. At the same time one has to play a very care- 
ful role in that. We do not want another Hungary, either in 
Hungary or in any of the other states. The development in Poland 
was an encouraging one, although recently there are indications 
that the Soviets are quietly putting more and more pressure on 
Gomulka, and it looks as though the freedoms in Poland were some- 
what diminishing. 

Also, I think there is reason to believe that Moscow 
is probably somewhat nervous over the growing strength and prestige 
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of Communist China in Asia and to some e x tent also in the satel- 
lite areas. Any "basic United States security policy must give 
growing weight to this factor, as the Soviets must also. 

The Chinese revolution is still young. It is about 
where the U.S.S.R. was some 25 years ago. But it is profiting 
from Soviet aid and experience and is trying to avoid some of 
the Soviet mistakes. Sat It will be a long time, if ever, before 
Chinese strength approaches that of the U.S.S.R. China has much 
smaller resources, has an acute population problem with over 640 
million people now and a rate of increase,, of one-and-a-half per- 
cent —-b e tw een 1,-5 and 2.4 percent--^ 1.5 percent it was in 1 52, 
now we believe it is up )today] to about 2.4 percent, that is, if 
we can take the Chinese statistics as a basis. Mao’s present 
target is only to catch up with the U. K. production in the next 
15 years. But it would be unwise to underestimate the Chinese 
Communist long-term potential, as Stalin seems to have done at 
times in his day. 

VII 

To sum up:- 

We are in a race with the U.S.S.R., the nature and full 
magnitude of which we now only begin to fully appreciate. It is 
a race in which we can no longer afford the comfortable illusion 
that we enjoy vast superior power. It is a race under the awesome 
umbrella of hydrogen weapons and ever more advanced delivery sys- 
tems which, as long as mutual deterrence is maintained, make the 
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risk of general and perhaps even local war seem too high for 
either side to risk. The result is a contest in which diplo- 
matic maneuver, trade and aid, propaganda, subversive operations 
are the primary modes of conflict against the backdrop of the mili 
tary threat. 

The new generation of Soviet leaders have shown skill 
and flexibility in this arena of "peaceful subversive competition" 
They are confident that the forces of history are on their side 
and that they will win in time. 

It would be foolish to deny that they have some reason 
to believe as they do believe, as I have sought to demonstrate. 

We could have more critical situations facing us in the coming 
years even than we have had in the past. 

At the same time their own system is evolving in ways 

that^may eventually be unable to control. They face many acute 

£ 

problems which we can exploit. 

While we face a prolonged cold war, we and our allies 
have vast resources, resources ! feel., to meet this situation; and 
the task now before us is to mobilize them. 

Thank you very much. 
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DIN0-S07IET THREAT 195# 

By 

The Honorable Allen ¥, Dulles 

(29 April 1958) 


ADMIRAL WOOLDRIDGE ; (introduced the speaker). 

MR. DULLES: Smnk you very such. I appreciate that 
introduction. 

I wish that I felt sure, on the basis of the facts 

available, I could outline a clear-cut and definite policy for 
A 

you, but I my have to leave some of that to you to formulate 
after I have spoken. It is true, there are a good many facts 
laid before us in the CIAj aometises too many facts complicate 
life very much, because, unfortunately, the facts do not all 
point in the same direction, and it is not always easy to get 
a completely clear-cut view of any situation so that one can 
say with great assurance that this or that is the appropriate 
line to take. 


This, I believe, is my eighth appearance here - eighth 
consecutive appearance before this body or this joint body. The 
agency appreciates very such the opportunity to have representa- 
tives at the two colleges. We have always tried to select our 
best men for these jobs, and they have always come back prof it^^ 
greatly from the experience they have gained in the colleges. 

I understand that you have just completed your final 
papers on "Basic NSC Policy" and that my task here this morning 
is to give you a general run-down of the views that we hold in 
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the Central Intelligence Agency with regard to the Sino-Soyiet 


threat. 

} 

Me have also just completed certain intelligence ap- 
praisals. When I my ''we" I aean -the entire intelligence com- 
munity# "because these papers are drawn up and finally approved 


by the Intelligence Advisory Committee, which eoatoa&M# as you 
know, oth^ gtaaocrohip representatives of all the intelligence 
services. of Government. 


I 


The past year has Seen a series of dramatic develop- 
ments in (thsf Sino-Soviet affairs, particularly in the Soviet 
situation. 

We had, first, the Soviet successes in the satellite - 
ICBi area, which, although shortly followed by our own accom- 
plishments in these same fields, had a very important psycho- 
logical effect cm a world-wide basis because of their being 
first and because of the clear magnitude of the Soviet effort 
a n d accot^plishraents . At first these developments seemed to shake 
somewhat the image of II. S. superiority and possibly in certain 
areas of the world created soaae fears that we no longer had the 
&tae potential that others thought we might have to defend our 
allies — partly because the world then saw that the time was 
not far off when the United States would cease under or could 
come under direct attack by such a forsaidable arm as the long- 


range guided missile. 
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Then we had the developments in the Soviet Union, with 
Khrushchev consolidating hi# leadership and embarking on further 
domestic innovations - - the industrial reorganisation which, while 
it had built-in dangers, as I see it, for the CcsuKuniet leader- 
ship, tended to create a sore effective (ass-using its success 
since It seem# to be going all too well ) method of controlling 
the rapidly expanding industrial machine of the Soviet Union; 
then the abolition of the machine-tractor stations and the turning 
over of the tractor# to the collectives, which my tend to elimi- 
nate one bottleneck in their farm situation, designed to strengthen 
their economy and ray have some effect in achieving it* 

Then during the past year, following the Shock that the 
Soviet Union had eeeeeSfed in the satellite area, the Soviets, 
partly by ruthless repression of the Hungarian revolt, were able 
to stabilise to some extent their position in Eastern Europe as 
contrasted to the position they had a year ago when I spoke to 
the colleges. There is, however, underlying ferment in various 
parts of that satellite area that I will refer to later , particu- 
larly in Eastern Germany and Boland. '.Thile Yugoslavia is not 
really a part of the satellite area, there have been recent 
dramatic developments In the Yugoslav situation that I will take 


up. 

There has also been the continued Soviet * {’mthar sue- 
eesaful) action in wooing the uncojaaitted and less developed 
areas of the world, with particular success in the Middle East 
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and in Southeast Asia - Indonesia, for exarjple. 

There have been new crises in the Afro-Asian world — 
Indonesia, Algeria, Tunis — which have given the Soviets plenty 
of opportunity for 'fishing in troubled waters'. 

Finally, the Soviet initiatives in the Msaroasent 
field, their stress on the banning of nuclear testing {a propa- 
ganda, gadget very largely), their pressure for Summit talks were 
designed to capitalise on these developments and at the time 
seabed to threaten soioewiiat the unity of the position of the West. 
I think today, however, there is evidence that the Soviets feel 
that they have probably overplayed their hand and overestimated 
their ability to influence Western public opinion in these re- 
spects. The unity of the West seeas to be stronger today than 
It was a few months ago. 

II 

I think it is important t» try to assess the present 
mod of the Bloe leaders — the position they think \that| they 
have achieved and what they think the future holds. 

Tho extrovert character and the outspokenness of the 
present Soviet .leadership makes it a little easier to judge how 
they feel. The ebullient Khrushchev does not fail to talk and, 
while some of Ms talk is gross exaggeration, it is some reflec- 
tion of the spirit of confidence that he has been feeling. 
Recently, 1 think, there have "been some evidences that he is not 
quite as confident today as he was. Rut still their present 
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juood is one of over-all confidence and reflects a little the 
Khrushchev toast of some time hack that "we will bury you" . He 
ha# not said much about that in the last few weeks. 

In secret speeches at the 40th Anniversary Celebration 
in Moscow last fell, both Mao and Khrushchev took the line that 
if peace could be preserved for a decade or so - ten or fifteen 
years * the Bloc could overtake the West and that the position 
then of the Socialist carp would be unbreakable. That is their 
boast and hope. 

There was some reason for their confidence, even though 
we do not accept their conclusions. I refer to their scientific 
and political successes. I was talking yesterday to the Chamber 
of Commerce about their striking growth in economic power; and 
there have been some shifts in attitude as to the respective 
strengths of the United State® and the U.S.S.B. 

Ill 

Certainly we can no longer afford to underestimate the 
mgnitude of the growth of Soviet power. The idea that the 
Soviet peoples are a bunch of ihusMKb is a vary obsolete con- 
ception and is erne that has been held quit* widely in various 
part# of the United States; it is one of the blocks, I think, 
toward full appreciation of our problems. 

I will refer to some of the aims in which they are 
rapidly increasing their power. 

On the military side the stress seems clearly to be on 
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ballistic missiles, both intermediate and long-range, and in 
the nuclear fields. Tie have a pretty good idea, I think, of 
their ballistic missile program, and our latest estimates will 
probably indicate that they will not have the ICBC at least 
until sometime next year. He had thought last August that it 
might even be a little earlier than that, but the amount of 
testing they have done since then has not been up to rather what 

we had expected they would do. 

Conversely, in our view^they are putting less stress 
on the heavy bomber than we had estimated. The output of the 
BISOH and BEAR, jet and turboprop heavy bomber, seems to be on 
a decline. We ere having a review of our estimate of that 
particular situation at the present time. There has been a me 
Slight i n dica tio n that they might unveil a new supersonic bomber. 
The evidence on tha t, though, is very tenuous. We are siting 
for the May Bay Fly-by, but I read in the paper this morning 
that it looks as though May Day is not going to be a day, from 
the point of view of weather, that will permit them to do much 
testing. There was one practice jfly-by a few days ago on which 
we had some very good reports, even though it was viewed at 
some distance j but even then the weather conditions were not 
satisfactory for gaining much information. 

I want to refer particularly to the Soviet strides in 
the nuclear field. The last series of teste that were concluded 
a few weeks ago was the most intensive series that they have had 
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ended, up with three teste In two days, at different testing sites. 
That is quite an intensive series. They salted until that series 
ms over to renew their suggestions with regard to even an uni- 
lateral suspension of testing ; and they have technically gone 
into a suspension. It is our estimate that they would have 
stopped anyway for a period of time after this very intensive 
series. 

In addition, they are maintaining formidable conven- 
tional capabilities, as you well know. They are modernizing and 
streamlining their ground forces, as we can see from observation, 
particularly in Bast Germany and now in Hungary. 

There are some indications of numerical cutbacks. 

They have announced several force reductions, as you know. It 
is hard to tell whether they have carried them out in full, but 
they certainly have cut back in mmifcers to km extent from 
their position of a couple years ago. 

Also, very recently we lave had very hard evidence that 
they have cut back in building of conventional submarines, includ- 
ing the long-range snorkel type. This perhaps indicates that 
they are preparing a shift to the nuclear-missile type of sub- 
marine, although we have not yet any direct evidence on that. 

Bat that would be the normal course for than to take. 

The rapid pace of Soviet scientific development may 
be even more dangerous than their current military posture. 

Their all-out effort to develop a massive scientific base is 
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now paying off, and the statistics are fairly worrisome 

They have 1.5 million college graduates trained and 
employed in scientific and technical fields, as against about 
1,3 million in the United States. This edge is increasing -- 
in 1957 our figures indicate they graduated over lUO,GOO in the 
scientific and engineering fields, as against about 100,000 in 
the United States. 

It must be accepted, I “think, today that the Soviets 
are up to us and are even in certain cases ahead of us in scsse 

X rljf » J 

of the key scientific fields, although we have an as&tkm* in 
others these field®} It seems to have taken * Sputnitfto 
sake m realise the extent of their scientific competence and 
that unless we step up our own efforts in research, education, 
and the scientific fields they are likely to forge ahead of us. 

1 t hink we are aroused to that question of how to step up quickly 
our scientific and engineering educations" 1 facilities as another 


problem. 

Certainly they understand very clearly the. key role 
of science and technology in modern warfare. They regard them- 
selves as in a race with us in this particular field - a race 


in which they are going to put every effort to try to win. 

In the economic field they have the same concept, 
that they are in direct competition with us. Hhile thorite of 
economic growth is slowing down somewhat^ the A relative rate f #***■” 
IS always herder ^as you get a higher base; yowrunte always goes 
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down somewhat) /t Is still a great deal sore rapid than ours, and^ 
f&ct, now that we are now in a recession, very markedly so. 

The crucial point is that even though the Soviet gross 
national product is still not over two-fifths of ours - about 
4 q percent of ours - they already have allotted resources to 

to 

critical fields, very comparable ^and very nearly the same as crurs| 
sad 4k would estimate A that their defense outlays in dollar value 
were roughly the same as ours. That does not mean that it costs 
them that jaucfc^ because Obviously they do not pay their personnel 
anything like what we do and a large share of this goes into the 




t’i 


cost of their manpower; bet a couple^ million men will cost them 
oij^a percentage of what it would cost use ^ut, taking their over- 
all military product year by year in manpower and materiel, ve 
have estimated it is just about the same as ours. And they do 
that on a gross national product that is roughly ^0 percent of 


ours. 

Their investment outlays in 195^ in key fields, like 
mining, manufacturing, electric power, are already between 80 and 
90 percent of our own. There are various reasons why they are 
able to do this, but the primary one is that they are holding 


down consumption in dollar value to about a quarter of our own 
or only about one -fifth on a j*r capita basis, in view of the 
somewhat larger populations that they have. Stated in other words, 
we spend on consumption goods in the general consumption field 
about five times as much as they do per capita . Those are pretty 
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startling figures. 

A® I said yesterday to the Chamber of Ccomeree, seme 
day the Russian people are going to demand a much larger share 
of the good things of this world; and if the Soviet leadership 
responds to that. It is going to hare a eery aromatic effect on 
their whole society; if it does not respond to it, there might 
be tremble, I do not mean revolution, but such pressures as 
would be almost very difficult to fail to respond to. 

They are devoting a bit more to Idle consumption field — 


housing, agriculture, and so forth -- than they were a few years 
ago, so that §haj Soviet citizens are having a sli^itly raised 
standard of living. And, as they have been used to a very low 


standard, they feel they ere somewhat better off, and that probably 

postpones the day of ^Chgi insistent demand for && even mjf share 

A 

in the field of consumption. 

cV 

Severer, the sheer problem of managing -the huge indus- 
trial economy and giving it new dynamism has led to major inno- 


vations, I mentioned before the economic reorganization, the 
partial dismantling of the swollen central bureaucracy in favor 


of more decisions taken at the local level. 


In the field of agriculture we knew of the new lands 


program and the abolition of the machine- trac tor stations and the 


forced deliveries from private plots — all designed to expand 
the agricultural output. 

There have been also very dramatic changes in the 
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political field. There has been a de-emphasis on terror; there 
has been a downgrading of the secret police; there has been a 
stress Ob Socialist legality. I have a feeling that saybe 
Khrushchev feels they have gone a little too far, and there 
my be some tendency possibly! to turn back a little, although, 
that cannot be said ac yet. 

Most of these changes and innovations bear the stamp 
of Khrushchev himself, and we can aspect probably further 
atterapl? at bold steps as long as he is in power. He is boldly 
seeking to adjust the Soviet system to present-day needs, 
to release initiative, and to Increase efficiency. He shoved 
himself a shrewd politician and has put some stress on the field 
of consumption, with promises of a better life for the Soviet 
citizens and giving them a little taste of it. He obviously 
feels the need of seeking popularity. I do not think Stalin 
cared very such what people thought of him. Khrushchev obviously 
is seeking popularity. 

IV 

But the change ©f pace in the Soviet society and the 
gradual maturing of the revolution have created major problems 
for the Kremlin leaders. Khrushchev* s refox-ms and changes have 
not been put through, as you know, without serious opposition. 

'The June purge was a good example of this. 

While Khrushchev seems firmly in the saddle, if his 
ambition© promises do not pay off. If the new lands program 
should fail, if the reorganisation should run into serious 


- 11 - 

SECRET 

Approved For Release 2002/07/29 : CIA-RDP80B01676R001 100150003-3 



SECRET 


Approved For Release 2002/07/29 : CIA-RDP80B01676R001 1001 50003-3 

difficulties, lie has plenty of anemias behind the scenes who 
would be very glad to go in and try to throw hi® out. He has 
mde plenty of enemies on the way up. There are probably a 
good many |of the} orthodox Communists of the Molotov type and 
s&ybe Suslov i^ygej * often referred to as a potential 

antagonist *. who are aghast at Khrushchev* s innovations. 

These poet-Stalin changes have accelerated the evo- 
lutionary process in Soviet society and have unleashed forces 
of great potential impact. Universal education has created a 
new Soviet ma who my increasingly chafe under totalitarian 
controls* Already there are signs of some discontent here and 
there, among the intellectuals and in the student body. 

There has been a rise of new groups — the managerial 
group in the industrial field, scientists — who my increasingly 
demand a share of power and who will 
test against arbitrary controls, whether from the center or at 
the local level now that they are decentralising. The Central 
Ccmlttee is getting an increased no le of power, even though it 
is under pretty good control as far ns Khrushchev is concerned. 

It my feel its oats one of these days and Jit get a bit 

out of hand. 

I mentioned the growing desnand for more con sumer goods 
and better housing . j 

^ In addition to these problems and the agricultural 
problem which 1 have mentioned, there are problems in the political 
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sphere. Very recently the row vita the Yugoslavs seemed to indi- 
cate a nervousness and a lack of the srare-footednees that Khrushchev 
has shown generally.^ 

Clt seem# fEo be| clear that, Aether it is a Stalin or a 
KhruShchev who Is in power, he cannot, really tolerate ideological 
deviations in the Ccsaaunist fatally of states. While Tito was 
ready and. did apparently conprcaaise with Khrushchev on the phrase 
in their platform which indicated that both 33 st and West were 
responsible for the tensions and put most of the responsibility 
for the world tensions on the West, that did not satisfy Khrushchev 
because of the fact that Tito still insisted on following his own 
road to Socialism. 

Of course, Khrushchev is tehing a big gamble in attempt- 
ing to modernize the Soviet system, because that gives new scope 
to initiative, and initiative is something that is dangerous for 
a dictatorship. The benevolent dictatorship that the Soviets 
axe seeking may eventually turn out to be an impossible contra- 
diction. **\ 

' Can a dictatorship be benevolent? It is possible that 
the leadership my fed that it has to revert to some of the 
earlier patterns of control. This will become more difficult as 

IP 

time passes. Controls once taken away are hard to reimpoae. But 

X /MW A? 

thefgj ehanges^are essentially long-term Mid evolutionary, not 
revolutionary ; and their impact on Soviet external policy say be 
somewhat long-delayed end rather unpredictable at the present 
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time. ^ short-range outlook, as I see it, is for Intensification 
not a diminution of the Soviet throat. 

V 

Yetj^ it ia crucial for our own policy that we recognise 
the true nature of this threat. It does not, so long, as mutual 
deterrence is mintaired, arise primarily, as I see it, from the 
danger of a general war or even of local aggressions^involving 
[direct/ Soviet forces^ ^ut from the politico-econamia and sub- 
versive techniques employed by Moscow since the revolution, and 
with special skill and flexibility since Stalin's death* I am not 
myself much of a believer in these limited wars where it comes to 
direct Soviet participation. I believe in the possibility of 
limited wars as between, say, Israel and the tl.A.IR. ^ I have always 
felt — I may be wrong and I ha cm there are hlgMfey authorities 
who differ from me — that if either of the great nuclear powers 
me involved in those wars and used its nuclear strength, as I 
believe it would do, it would probably lead to a general war. 

Along with the growth of the Soviet nuclear capabilities 
are signs of growing realisation that technological revolution in 
modern warfare makes general war, at least for the moment, far 

tooa^r^ 

\ While the U.S.S.E. is determined to maintain a strong 
military posture against any eventuality, the possibility of a nuclear 
stalemate, I think, is well understood in Moscow. I see no indi- 
cation that they wish to risk or would willingly risk a nuclear 
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war with the United States. 

generation of Soviet leaders probably argue to 
themselves aaMw why { toey^ etould) jeopardize 40 year® of Social- 
ist construction and reconstruction when they feel they are veil 
on their way to overtaking the capitalist system, which they 
always preach is being outworn, and when their current politico- 
economic tactics promise some successes in this field. 

The Soviet leaders also mm to recognise that Stalin’s 
type of policies were counterproductive, led the® to the brink 
of war — such operations a# Berlin and Korea — and that they 
are far too risky to undertake in the nuclear age. It is from 
this reasoning that has sprung up their slogan of "peaceful coex- 
istence” . (i would like to call that 'peaceful subversive coex- 
istence”) as their policy. Through it they are buying time for 
the continued forced draft growth of Soviet power in the economic 
field, industrial field. In the field of ballistic missiles, and 
in the nuclear field; and they are creating new opportunities 
for diplomatic maneuver and politico-economic penetration aimed 
at undermining the position of the West. It seeras to me that 
Indonesia today is a typical example of their techniques. 

They are trying with all that to play down the image of 
an aggressive U.5.S.R and thereby cloak their maneuvers. 

The Soviets, of course, are laying particular stress on 
the underdeveloped and uncommitted areas (x do not like that 
tern "underdeveloped"; I prefer to call the* "newly developing 
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states") as the "Achilles’ heel" of the West. They are 
lag this by expanding their trade and their aid programs, which, 
though still relatively small as contrasted with our own, nay 
total some two billion in credits and grants over the past three 
years and over 5^9 million {I am speaking of dollars here, not 
rubles) since aid-195'-'. So this aid-trade program is on a very 
steep increase and probably will continue that way for some little 
time. 

Their accelerated efforts to develop diplomatic and 
cultural relations, exploit the anticolonial and neutralist senti- 
ments, are part of this and lay the groundwork for their subversive 
penetration. 

Yesterday, in talking to the Chamber of Coaaserce, I 
spoke particularly of Yemen. I think Yemen is one of the best 

have put teas of millions of dollars into that little 


country and a vast amount of military equipment for the size of 
tfiisir army and the number of i Siw rtr people. They do not have any 
great hope of Cesamnizing Yemen. Thej^ do not knew anything about 
Marx; they are pretty rabid Moslems; bait there is not any place 
in the world where you can do more mischief for less cost probably 
than in Yemen, which is right next to Aden. If they get a good 
foothold there they would have a blackmailing position on the Bed 
Sea and the oil lifeline to Western Europe and the great commercial 
channel to the East. I just cite Yemen as one example, but it is 
one of the most dramatic, I think, of the examples that we have. 
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Simultaneously with this, their economic and subversive 
programs, they have been putting on a ma^or diplomatic offensive 
which I feel is not going quite as sell as their economic one is. 
This is keyed to pressures for a Summit conference and nuclear 
disarmament. 


They do not seem quite as anxious for a Summit confer- 
ence as they did sometime ago. By their somewhat heavy-footed 
diplomacy they have succeeded in bringing the West pretty well 
together on that issue^ and are really running out of steam some- 
what. Ton my have noted that the tactics have been adopted 
vary recently to get back answers to the Soviet notes so fast 
that they do not have a chance to draw their breath before they 
have to write another one. They were trying that on us, but we 
have shortened the length of our notes a bit so that we can really 
shoot them right back. It seems to have thrown them off balance 


because they do not seer to know how to write a short note; it has to 
be fifteen pages, otherwise it does not seem to be worth writing. 

Then, of course, there has been the growing^ emphasis 
on disarmament measures; but we have them a little over the 
barrel there because they have been refusing to do anything on 
disarmament through the United nations, even though that is the 
logical place to do it.; 

*Mfe new have up, and I do not know quite how they are 
going to handle it, this question of the Arctic that they opened 
the door to by their somewhat precipita^ attempt to put us on 
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J A C 

the spot in regard to the — - — — aaaewecr. That turned certainly 

in our flavor. 

Though I have stressed the so-called "peaceful" means 
that the Soviets are employing, I do not doubt that they will use 
threats, intimidation, and blackmail where they think it will he 
useful. They certainly used threats in both the Sues situation 
and the more recent Turkish^ situation; and it was only a little 
over a year ago that they did not hesitate to intervene ruthlessly 
in Hungary where they felt their own vital interests were deeply 
involved. 

So I think we can expect the Soviets to he firm, even 
bellicose in crisis situations. They may even re gard the Vest 
as lees willing to stand up in a crisis as a result of &0k grow- 
ing Soviet nuclear strength (at the foreT] I think they may he 
wrong in that, but I think they feel that we might hesitate a 
little longer than we would have, say, eight or ten years ago 
when we had some nuclear capability and they did not. 

Of course, the nuclear deterrent operates both ways, 
and for the same reasons the Soviet# desire to avoid general war, 
they are also reluctant to assume risks of miscalculation inherent 
in overt local aggressions. They seem to be fairly careful. They 
will send supplies; they will send their MIG-15# and -1'7#, their 
tanks and even their submarines ; and they will send technician*. 

We have not had very much evidence of sending what you would call 

V fj 

volunteers in recent years. 
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While the V, S. must have adequate capability to meet 
Bloc local aggressions, if they should ceaie (I think they are 
somewhat unlikely), we are, as I say, far more likely to be faced 
with situations like coup d'etat, civil wars as in Indonesia, 
third-party squabbles with the Soviets standing in the aisles 
and pushing them on, as in the Arab-Israeli conflict, and. other 
Internal Arab problems. 


Is these situations we my be faced with accepting a 
defeat or intervening^ourselvesj or finding scree other weapons 
and other means by which we can effectively intervene. 

Vxhju g^je Soviets have more mechanisms, I think, than we do. 
Twice Indonesia. They have a very large and aggressive Cossiamist 
Party. They can uoe that C ommun ist Party as a direct internal 
weapon without appearing on the scene. We have no Western party 
or American party or other mechanism quite like that which they 
have. They have also built up a great series of front organi- 
sations, a® you know. I have just been trying to get out some 
literature on those to alert people to their existence. 

VI 

•Che Bloc also has its vulnerable areas where it fears 



Wester® pressure. 

The Soviets appear highly nervous about the underlying 
instability of their position in Eastern Europe^ I mentioned. 
They are very sensitive. The radio that is directed to the satel- 
lite areas seems to worry than very much. They are so sensitive 
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about that that they will not allow It to be pit on the agenda 
of the S umm it conference- They are not willing to discuss any- 
thing relating to this situation in the satellite area of Europe. 
They are seeking in every possible my to get an implied recog- 
nition from the West of the status quo for this area, hoping in 
that way to snuff out the hope© of freedom that exist in their 
countries. 

Their rigidity on the question of German reunification 
is one of the evidences of this fear that they have. They are 
afraid that if anything happens in Eastern Germany it will snow- 
ball into Poland, into Csechoslovakia, into the whole area. I 
think their attitude dn Yugoslavia^jOays a part in this. They 
could not openly admit the heresy of the Yugoslavs without admitting 
a similar heresy fox the other satellite states. 

There are some things we can do and I as mere ve are 
trying to do then to see that this ferment in Eastern Europe 
does not die down. At the same time one has to play a very care- 
ful role in that. We do not went another Hungary, either in 
Hungary or in any of the other states. The development in Poland 
was an encouraging one, although recently there are indications 
that the Soviets are quietly putting more and more pressure on 
Gemulks^ and it looks as though the freedoms in Poland were some- 
what diminishing. 

Also, I think there is reason to believe that Moscow 
is probably somewhat nervous over the growing strength and prestige 
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of Comarunlst Chins in Asia and to so me e x tent also in the satel- 
lite areas. Any basie United States security policy saast give 
growing weight to this factor, as the Soviets must also. 

The Chinese revolution is still young. It is about 

where the U.S.S.R. ms acme 25 year# ago. But it is profiting 

from Soviet aid and experience and Is trying to avoid some of 

the Soviet mistakes. <S>e& will he a long time. If ever, before 

Chinese strength approaches that of the U.S.S.R. China has much 

manlier resources, has an acute population problem with over 40 

fxl 

million people ncn^ and a rate of increase one-and-a-half per- 
cent Imtotem H ' TSHB. ' " 2^ " gSymiti *■ l.t> p erce n t it w as to '50 , 
now we believe it is up ^Eoda3 to about 2.4 percent, that is, if 
we can take the Chinese statistic# as a basis. Mao*# present 
target is only to catch up with the U. K. production in the next 
15 years. But It would be unwise to undereetiiaate the Chinese 
Communist long-tens potential, as Stalin seems to have done at 
times in hi# day. 

VII 

To sum up:- 

We are in a race with the U.S.S.R., the nature and full 
magnitude of which we now only begin to fully appreciate. It is 
a race in which we can no longer afford the comfortable illusion 
that we enjoy vast superior power. It is a race under the awesome 
umbrella of hydrogen weapons and ever more advanced delivery sys- 
tems which, as long as mutual deterrence is maintained, make the 
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risk of general and perhaps even local mr seem too high for 
either Side to risk. The result is a contest in which diplo- 
matic maneuver, trade and aid, propaganda, subversive operations 
are the primary modes of conflict^ against the backdrop of the mili- 
tary threat. 

The new generation of Soviet leaders have shown skill 
and flexibility in this arena -of "peaceful subversive competition" , 
They are confident that the forces of history are on their side 

and that they will win in tijae. 

It would be foolish to deny that they have §am reason 

to believe as they do believe, as I have sought to demonstrate. 

We co uld have sore critical situations facing us in the cessing 

years even than we have had in the past. 

At the mm time their own system is evolving in ways 

that may eventually be unable to control. They face many acute 
4 

problems which we can exploit. 

fthile we face a prolonged cold war, we and our allies 
have v as t resources, resources, I feel j to meet this situation; and 
the task now before us is to mobilise them. 

Thank you very much. 
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